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Summary 

Today’s global economy, or what many call globalization, has a growing impact 
on the economic futures of American companies, workers, and families. Increasing 
integration with the world economy makes the U.S. and other economies more 
productive. For most Americans, this has translated into absolute increases in living 
standards and real disposable incomes. However, while the U.S. economy as a whole 
benefits from globalization, it is not always a win-win situation for all Americans. 
Rising trade with low-wage developing countries not only increases concerns of job 
loss, but it also leads U.S. workers to fear that employers will lower their wages and 
benefits in order to compete. Globalization facilitated by the information technology 
revolution expands international trade in a wider range of services, but also subjects 
an increasing number of U.S. white collar jobs to international competition. Also, 
globalization may benefit some groups more than others, leading some to wonder 
whether the global economy is structured to help the few or the many. 

The current wave of globalization is supported by three broad trends. The first 
is technology, which has sharply reduced the cost of communication and 
transportation that previously divided markets. The second is a dramatic increase in 
the world supply of labor engaged in international trade. The third is government 
policies that have reduced barriers to trade and investment. Some recent research 
examines whether these trends are creating new vulnerabilities for workers. 

Some of the vulnerabilities for workers are underlined by changing employment 
patterns caused by increased foreign competition, a declining wage share of national 
income, and rising earnings inequality. These trends, in turn, have become a source 
of economic insecurity for many Americans and may be weakening public support 
for U.S. engagement with the world economy. 

To bolster public support for an open world economy, the conventional wisdom 
is that the legitimate concerns of those who are losing in the contemporary economic 
environment need to be addressed. To what extent the losers should be compensated 
and how is a matter of considerable congressional and public debate. Because the 
relationship between globalization and worker insecurity is complicated and 
uncertain, a number of different approaches may be considered if the goal is to 
bolster public support for U.S. trade policies, globalization, and an open world 
economy. Policies involving adjustment assistance, education, tax, and trade are 
most commonly proposed. 

There appears to be a range of views on the merits of each of these policy 
approaches and the extent to which they can be designed and implemented in a way 
that would reduce worker insecurity without undermining the benefits of 
globalization. In the view of many economists, policies that inhibit the dynamism 
of labor and capital markets or erect barriers to international trade and investment 
would not be helpful because technology and trade are critical sources of overall 
economic growth and increases in the U.S. living standard. This report will be 
updated should events warrant. 
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Introduction 

The U.S. economy is becoming increasingly open to the world economy. With 
international trade and investment at record levels, much of what Americans 
consume or buy is produced in other countries. Similarly, much of what Americans 
produce is exported abroad. 1 Huge quantities of capital or money flow into and out 
of the United States every day, swamping the value of goods and services that are 
exchanged. 2 New technologies and business practices accompany the flows of 
investment capital. A growing number of the largest U.S. companies rely on 
international markets for over 50% of their sales and employ more foreign workers 
than domestic. 3 In the process, today’s global economy, or what many call 
globalization, is having a growing impact on the economic futures of American 
companies, workers, and families. 4 

Economic theory holds that a more open and integrated world economy provides 
large scale economic benefits. By providing for specialization in production across 
countries, trade enhances the economic output here and abroad, and in so doing, 
boost living standards. Competition from economic integration is seen as making the 
U.S. economy more efficient and more productive. Global markets give consumers 
more choices and help reduce the costs of goods and services, thereby keeping 
inflation in check. The Institute for International Economics has estimated that the 
integration of the global economy generates an economic gain of between $500 



1 Exports and imports of goods and services accounted for 29.2% of U.S. GDP in 2007, up 
from 9.2% in 1960. CRS calculations based on U.S. Department of Commerce, Bureau of 
Economic Analysis data. 

2 By some estimates (a 2004 survey by central banks) daily trading of foreign currencies 
totals more than $1.9 trillion. This compares to global trade in goods and services of about 
$ 12 trillion per year (2005 data). See CRS Report RL33944, Trade Primer: Qs and As on 
Trade Concepts , Performance, and Policy, by Raymond J. Ahearn et al. 

3 Holstein, William J., “Have and Have-Nots of Globalization,” New York Times, July 8, 
2007, BU, p. 4. 

4 Globalization can be defined in various ways, but economic globalization refers to the 
increasing integration of national economies into a world trading system. Globalization 
involves trade in goods and services, sales of assets (i.e. currency, stocks, bonds, and real 
property), as well as the transfer of technology, and the international flows (migration) of 
labor. See CRS Report RL33944, Trade Primer: Qs and As on Trade Concepts, 
Performance, and Policy, by Raymond J. Ahearn et al, and Freiden, Jeffrey, A., Global 
Capitalism: Its Rise and Fall In the Twentieth Century, WW Norton &Co., 2006. 




